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Human Capital Composition and Economic 
Growth at a Regional Level. 
By Fabio Manca1
1 UNIVERSIDAD DE BARCELONA, Dept. Econometría, Estadística y 
Economía Española, Facultad de Economía y Empresa 
AQR-IREA, Avenida Diagonal, 690, 08034 Barcelona. 
Email: fabio.manca@ub.edu, tel: +34 934035886 
Abstract: With this paper we build a two-region model where 
both innovation and imitation are performed. In particular 
imitation takes the form of technological spillovers that lagging 
regions may exploit given certain human capital conditions. We 
show how the high skill content of each region’s workforce 
(rather than the average human capital stock) is crucial to 
determine convergence towards the income level of the leader 
region and to exploit the technological spillovers coming from 
the frontier. The same applies to bureaucratic/institutional quality 
which are conductive to higher growth in the long run. We test 
successfully our theoretical result over Spanish regions for the 
period between 1960 and 1997. We exploit system GMM 
estimators which allow us to correctly deal with endogeneity 
problems and small sample bias. 
-Very very preliminary, do not quote. 
Key words: Human Capital, Growth, Catch-Up. 
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Dependent Variable: Regional GDP gap
Pooled OLS Pooled OLS Pooled OLS
(i) (ii) (iii)



































 R2 0.97 0.90 0.97
n. Obs 119 119 119
***, ** Statistically significant respectively at 1%, 5%
Standard errors are corrected for heteroskedasticity and reported  in parenthesis.
@B
Table 2




















































p-values 0.129 0.207 0.155
Hansen test for Over-ID 0.816 1.00 0.219
n. Instruments 25 42 19
Time dummies No No Yes
n. Obs 119 119 119
Note: ***, **,* Statistically significant respectively at 1%, 5% and 10%.
Robust standard error estimates are consistent in the presence of any pattern of
heteroskedasticity and autocorrelation within panels standard errors and are reported in











































p-values 0.054 0.338 0.319
Hansen test for Over-ID 0.297 0.783 0.783
n. Instruments 18 13 13
Time dummies No Yes Yes
n. Obs 119 119 119
Note: ***, **,* Statistically significant respectively at 1%, 5% and 10%.
Robust standard error estimates are consistent in the presence of any pattern of
heteroskedasticity and autocorrelation within panels standard errors and are reported in











































Hansen test for Over-ID 0.839 0.839
n. Instruments 26 26
Time dummies No No
n. Obs 119 119
Note: ***, **,* Statistically significant respectively at 1%, 5% and 10%.
Robust standard error estimates are consistent in the presence of any pattern of
heteroskedasticity and autocorrelation within panels standard errors and are reported in
parenthesis. Two-step System GMM are corrected as in Windmeijer (2005) for finite-
sample covariance  matrix.
@9
Table 5












(i) (ii) (iii) (iv)















































p-values 0.393 0.447 0.566 0.789
Hansen test for Over-ID 0.133 0.133 0.202 0.202
n. Instruments 40 40 44 44
Time dummies No No No No
n. Obs 400 400 250 250
Note: ***, **,* Statistically significant respectively at 1%, 5% and 10%.
Robust standard error estimates are consistent in the presence of any pattern of heteroskedasticity and
autocorrelation within panels standard errors and are reported in parenthesis. Two-step System GMM
are corrected as in Windmeijer (2005) for finite-sample covariance  matrix.
@<
Table 6
















(i) (ii) (iii) (iv)


















































0.129 0.155 0.311 0.380
Hansen test for
Over-ID 0.270 0.254 0.405 0.862
n. Instruments 47 44 50 19
Time dummies No No No No
n. Obs 400 250 350 200
Note: ***, **,* Statistically significant respectively at 1%, 5% and 10%.
Robust standard error estimates are consistent in the presence of any pattern of
heteroskedasticity and autocorrelation within panels standard errors and are reported in



























































































0.926 0.909 0.215 0.222 0.660 0.419
Hansen test
for Over-ID 0.672 0.672 0.112 0.112 0.038 0.531
n. Instruments 42 42 37 37 28 14
Time
dummies Yes Yes No No No No
n. Obs 400 400 400 400 250 200
Note: ***, **,* Statistically significant respectively at 1%, 5% and 10%.
Robust standard error estimates are consistent in the presence of any pattern of heteroskedasticity and
autocorrelation within panels standard errors and are reported in parenthesis. Two-step System GMM are
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